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Tap ‘blue ocean
strategy’ to avert
competition: don

By CHEN HUIFEN

COMPETITION is getting
tougher. Your market share
is dwindling. Your rivals
are slashing prices to un-
dercut one another. What
do you do?

Apply the “blue ocean
strategy”, says Insead Pro-
fassor of Strategv and Inter-
national Managenent Kim
W Chan.

“In blue oceans, de-
mand is created rather than
fought over,”” he explains.
“There is ample opportuni-
ty for growth that is both
profitable and rapid. Com-
petition is irrelevant be-
cause the rules of the game
are waiting to be set.”
Cirque: du Soleil is one suc-
cess story that has emerged
out of blue ocean strategy

At a time when tradi-
tional circuses were losing
ground to new forms of en-
tertainment, it thought out-
side the coudines of the in-
dustry. Instead of stealing
customers from other cir-
cus companies like Ringling
Brothers and Barnum &
Bailey, it added theatre,
dance, sophisticated hu-
mour and glamour to circus
shows, borrowing ideas
from Broadway musicals.

The result: a variety of
artistic offerings with a
smattering of magic. And
that attracted a whole new
set of circus-goers, includ-
ing patrons of the theatre,
opera and hallet.

Although the term “blue
ocean’ is new, Prof Kim
says the concept has been

around for centuries. It's
called “‘blue ocean” be-
cause the strategy depicts
the vast opportunities of the
deep blue sea. Practitioners
who apply it don’t let exist-
ing market structures limit
their thinking.

“To them, extra demand
is out there, largely un-
tapped,” says Prof Kim.
“This requires a shift of at-
tention ... from a focus on
compeling to a focus on val-
ue innovation — that is,
creating innovative value to
unlock demand. This is
achieved via the simulta-
neous pursuit of differentia-
tion and low cost.”

Unfortunately, compi-
nies tend to apply what he
calls “red ocean strategios”
1o compete in the markoet
place. That is, they bench-
mark against one another
and aim to outperform by
grabbing a greater share of
existing demand. Competi-
tion then becomes cut-throat
and turns bloody, hence the
term “red” ocean.

But in today’s business
climate, as trade barriers
fall and access to informa-
tion grows, such a strategy
is no longer enough.

“As products and ser-
vices increasingly become
commoditics in  over-
crowded industries and
companiecs’  profitable
growth shrinks, they arc

“driven to compete princi
pally on cost,” says Prof

Kim. “One result of this has

been the growing exodus of

jobs to low cost countrics
like India aud China as
companies increasingly en
gage in outsourcing.

“While govarnmeind
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Prof Kim: In
blue veeans,
demand is
created rather
than fought
over. Thereis
ample
opportunity
Jor growth that
is both
profitable and
rapid.’

may seek to solve the issue
of outsourcing through leg-
islation, history teaches us
that this is not a long-term
solution. The long-term so-
lution to creating jobs is in
companies creating com-
pelling products and ser-
vices that take them out of
the vicious cycle of com-
modity competition.”

In Singapore, a Value In-
novation Action Tank
(VIAT) has been set up to
help implement the blue
ocean theory. Incorporated
in March last year with the
help of the Civil Service Col-
lege, it was founded by 15
partoers, mostly govern-
ment ministries and statu-
tory boards. With Renec
Mauborgne, another In-
sead professor, Prof Kim
sit: on the board of VIAT.

He declined to give fur-
ther details about VIAT's
1ctivitics. But a brochure
says its main objective is
“‘to provide value innova-
tion frameworks, process-
es, tools and educational
programmes to enable Sin-
gapore and its enterprises
to transit to the knowledge-
driven economy in an ac-
tion-driven manner”.

Prof Kim is co-author of
the book “Blue Ocean Strat-
egy: How to Create Uncon-
tested Market Space and
Make Competition Irrele-
vant”, and a speaker at the
Internationalisation Enter-
prise Forum 05, which runs
from Feb 2-3. His book will
be distributed to delegates
at the forum, which is or-
canised by TE Singapore.
For more information, visit
wvwuw . iesingapore.com
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